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        The world economy has been hit by the recent financial crisis. As others, the 
four largest fast growing emerging countries: Brazil, Russia, India and China known a 
slowdown in their industrialization and economic growth. BRICs show many 
common features, such as big land size, large population, fast economic growth etc., 
but important differences as well, due to their different models of economic 
development. Thus, similarities and differences have been observed by the impact of 
crisis in those countries. This thesis compares and explains the impact of the financial 
crisis and recession started in USA on Chinese economy particularly and others main 
emerging countries. Findings are that, BRICs are relatively less connected to 
international banking and finance.  Contrary to developed countries, main impacts of 
recession in BRICs have been related to trade and FDI. Moreover, Compared to others 
main emerging countries, China has successfully resumed earlier with its pattern 
growth. Despites critics made about its economic system, we denote that far to be 
deeply affected, China is recording envied statistics and even giving to itself with this 
crisis opportunity to improve the Economic sustainability.  
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CHAPTER I: INTRODUCTION 
      The recent financial crisis has been made more significant by the incidence of 
Lehman Brothers happened in September 2008, about one year after the U.S. 
subprime loan problem occurred in summer 2007. Financial crisis has a root in a 
speculative activity in the banking and currency markets, but the significance of this 
crisis lies in its huge impact on the real sector of the world economy and emerging 
countries in particularly. The impact in several emerging markets was sputtering in 
late 2008. Growth in emerging and developing economies has decelerated abruptly to 
3.25 percent, mostly because of external pressures—lower foreign demand, reversal 
of capital inflows, and plunging commodity prices. Anemic global growth has 
reversed the commodity price boom and lowered inflation. These price declines 
(except for gold) have dampened growth prospects for a number of commodity 
exporting economies. So, what is the impact in BRICs? 
       The appeal of the concept of BRICs countries to international businessmen is 
straightforward: these four countries possess sufficient market size and ability to 
influence and be influenced by the international economy to make them attractive 
sites for investment. Once proposed as a group, the concept of BRICs was quickly 
adopted by economists and investment banks (O'Neill Wilson, Purushothaman, and 
Stupnystka, 2005; O’Neill, 2007). It has resonance with other social scientists who 
have long distinguished important developing countries from smaller and less 
important peers (Chase, Hill and Kennedy 2000; Armijo, 2007). Thus, with this thesis, 
the question of consequence of financial crisis in BRICs will be analyzed.  
I-I: BACKGROUND  
The last decades the world has experienced significant transformations in geopolitical 
and economic terms, and in the location, organization and distribution of production. 
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Russian Federation (and former USSR), India and China (BRIC) have acquired a most 
important role in the world economy as producers of goods and services, receivers of 
capital, or potential consumer markets given their common characteristics of having a 
big part of their large population still not integrated in the market economy. Although 
BRICs countries followed different trajectories in their integration into the globalizing, 
learning economy all of them have acquired a more important role in the world 
system. The four countries went through major institutional transitions and changes in 
their economic structure in the recent history. Around the middle of the twentieth 
century China witnessed its communist revolution, India became independent, Brazil 
went into a period of 21 years of military regime, while the former Soviet Union came 
out of the Second World War as a major rival to the United States. Later on, in all 
those countries inward orientated and more or less centrally planned development 
strategies from the 1950s to the 1970s were replaced by gradual integration in the 
global economy in the 1980s and 1990s.During the last ten years, growth has been 
impressive in these countries. But the recent financial crisis started in USA slowed 
down the growth pattern. The world recession consecutive to financial crisis had an 
impact on many respects in BRIC economies. Fortunately in general, these countries 
are recovering relatively well and some remarks are rising: what have been the real 
impact and consequences of the world recession in those countries? What is the 
sustainability of BRIC economies? What could explain the fast recovery observed in 
China compared to other emerging countries?  Many researchers wrote about impact 
of financial crisis in different respects. For some, the impact of the crisis has been 
very important in BRICs, and for others it is relatively limited.  
 The aim of this thesis is to analyze behavior of Chinese economy compared to Brazil, 
Russia and India during and after the financial crisis. The impressive measures took 
by Chinese government and results observed. It is important to underline the 
specificity of economic strategies used in China for Economic growth, for mitigate the 
impact of world recession and for its sustainability. Chinese economic model has been 
criticized, and many doubted about its potential for resist during of the crisis. So, this 
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and also its sustainability compared to Brazil, Russia, and India. 
I-2 LITERATURE REVIEW  
A large body of literature exists on BRICs, but because of this recent event, few are 
about impacts and comparison of financial crisis in their economies. 
Reinhart and Rogoff (2008) compare financial crises of the last three decades in both 
emerging and developed markets, and find that the latter have many origins in 
common: housing and equity price bubbles, rising leverage in terms of both public 
and external debt, and deterioration of current account balance as a share of GDP. 
Emerging markets suffer in general from the global crises through the unfavorable 
impacts of three main factors: the sharp declines in the export prices of raw materials 
and finished products, the decrease in demand from developed countries and the 
uncontrolled fall the US dollars as a main currency of pricing for most merchandise 
trade products of emerging countries. 
Recently,Kai-Chiung Peng, Chia-Jung Yang and Yao-Lin Hsu, examined  in the 
paper titled “The Influence of American Subprime Mortgage on Emerging Countries: 
Take BRICs’ ETFs for Instance” how the recent subprime mortgage market effect of 
BRIC was. This study explores how financial meltdown in 2007 influence emerging 
countries. It takes eleven BRICs’ ETFs (EEB, EWZ, TRF, NBEES, JBEES, IFN, 
510050, 2823, PGJ, and FXI) that those ETFs markets before 2007 as subjects. This 
example has implications for future study in other financial studies. It is found that the 
influence of subprime mortgage on emerging countries generally had couple weeks or 
months late in financial market.  Subprime mortgage was a good example to provide 
business, institutions, investors how to hedge risks and handle financial problem in 
the future. 
There is another research made by Shuming Bai on “Measuring financial integration in 
the BRIC nations” Which is useful for understand international integration of BRICs 
concerning financial market. This is one of reason explaining the spread of financial 
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levels. It is focused on two key markets: the foreign exchange and equity markets. 
Results indicate that the BRIC financial markets are fully integrated with the world 
market and among them, but variably integrated with their corresponding regional 
markets and within their own financial markets. Furthermore, among the BRICs, 
Brazil exerts the highest level of regional and global integration, demonstrating the 
greatest influence, followed by Russia, India and China. 
“The slow spread of the global crisis” by Priscillia Liang,Thomas Willett and Nan 
Zhang(Dec 2009) argues that the depth and breadth of the spread of the current crisis 
from the US subprime market across the globe was due more to the buildup of 
substantial financial vulnerabilities prior to the crisis than to irrational panic during 
the crisis.  They examine how these developments explain the belated recognition of 
the severity of the crisis and its slow spread through various channels of contagion. 
Dooley and Hutchison (2009) present a narrative and evaluation of emerging markets 
response to the U.S. subprime financial crisis. The authors find that emerging markets 
appeared to be largely insulated and decoupled from developments in U.S. financial 
markets from early 2007 to summer 2008. From that point on, however, emerging 
markets responded very strongly to the deteriorating situation in the U.S. financial 
system and real economy. However, the authors argue that policy measures taken in 
emerging markets to insulate themselves from global financial developments proved 
inadequate in the face of strong international recoupling of the international financial 
system. 
The China analyst (February 2009), explains the impact and the development of 
financial crisis in Chinese Economy. It is also defended that in contrast to the 
vulnerabilities they have displayed in the past and consequences on their economies, 
BRIC are now ready not only to deal with the current predicament, but also to rise 
above it by emerging from the crisis with an enhanced role in the global economy. 
“The impact of the financial crisis on developing countries” in action aid Where it 
Hurt, presents some views about consequences of financial crisis especially in BRICs. 
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they are in the firing line when it comes to suffering its effects. It also defends that a 
major overhaul of the financial system is needed to make it work for development – it 
needs to be less risky, and to offer more of the types of flows that are good for 
development. The long-term consequences of that crisis are likely to be dire – and 
most likely include unemployment, reduced state spending, and increased poverty in 
BRICs. 
I-3: OVERVIEW OF THE THESIS 
     The BRIC (Brazil, Russia, India and China) form a diverse group of countries 
that are world’s largest developing and transition economies. They are also countries 
that have undergone fundamental structural transformations over the last decades. 
When the financial crisis started in the US, the mainstream economists and 
international financial institutions claimed that it would have marginal or no impact 
on the emerging economies of namely BRICs because of the ‘decoupling’ effects and 
also because these economies have adopted market reforms which had made these 
economies more efficient and competitive so that they could withstand such 
challenges (The Economist 2008a; Wolf 2008; Boothe 2008; Bradsher 2009b; Dyer 
2009b).However, emerging countries also have been hurt in different level by the 
crisis. First at all, financial crisis in broad covers a range of events such as crashes in 
the housing market, banking sectors and of course recession (Siddiqui 2008b). The 
world economic crisis first surfaced in the US sub-prime mortgage market in August 
2007, and spread to other areas both in US and other European countries. Within few 
months a huge financial meltdown was witnessed (i.e. bankruptcies of banks and 
insurance firms) in many developed countries (The Economist 2008b and also 2008c; 
Felton and Reinhart 2008). 
The study will primarily focus on a comparison of the financial crisis’ impact in 
BRICs. China and India as example, have witnessed a sharp decline in the demand for 
exports, foreign institutional investments and the real estate prices (Wade 2009; The 
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main emerging economies and emerging economies because optimists pointed out 
earlier these economies would act as the shock absorber that would act as buffer to the 
Western economic slowdown. 
It was further suggested that a ‘decoupled Asia’ through its own growth and 
expanding domestic demands would ensure higher imports demands for its growing 
economies and thus limit the economic slowdown in the developed economies.  
Each of the BRIC countries have undergone and survived previous economic crises. 
For example, Brazil was in deep external debt and hyperinflation during the 1980s. 
Russia’s first financial crisis was related to the collapse of Soviet Union in early 
1990s and the second one in late 1990s caused largely by the continuing market 
liberalisation measures. India’s external liberalisation in the early 1990s was linked to 
its extreme balance-of-payment crisis. 
To this end, China is the only BRIC country that has not truly undergone an economic 
crisis (not accounting for the Asian financial crisis in 1990s, with minor effects on 
Chinese economy). Its reform since 1978 has been gradual and carefully managed. 
However, the recent financial crisis is a challenge not only for china, but also for other 
main emerging countries. It had and continues to have different impacts on BRIC 
economies. In the same way, the crisis had given opportunity for governments to 
consider new policy instruments for recover and also for enhance economic growth. 
So, we will compare through this thesis, different impacts of financial crisis in BRICs, 
reasons of disparities or level of chocks and strategies used by those countries for 
mitigate and recover from the crisis. 
     The thesis is structured as following: the impact of financial crisis in BRICs 
will be presented in chapter 2, followed by an analyze of impact difference between 
those economies in chapter 3. We will end the thesis by some Recommendations and 
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CHAPTER II: IMPACT OF FINANCIAL CRISIS IN CHINA 
AND OTHER EMERGING COUNTRIES (BRICS). 
    The recent crisis slapped emerging countries on many respects. However, in 
Economic and Financial sphere, we can subdivide in direct impacts, Indirect and impact 
on Macroeconomics indicators.  
II-1: DIRECT IMPACT: FINANCIAL SYSTEM 
    The international financial crisis has already left its mark on several aspects on 
BRICs although according to the official numbers, the negative impact is not fully 
reflected in the year-on-year comparison. In china, the most visible damage so far has 
been inflicted on China’s export-oriented light industry. Thousands of companies have 
gone bust, tens of thousands of workers have been laid-off and even the official 
statistics reveal that 10 million migrant workers have returned to their home 
provinces. 
However, limiting our analysis to some considerations,  we will evaluate the direct 
impact of financial crisis in BRICs with  criteria such as impact on banking system and 
stock markets.  
II-1-1: EQUITY MARKET 
     The global financial crisis has severely impacted equity markets in BRICs. 
The impact of the sell-off on local equity markets was widespread among developing 
countries, but some were hurt more than others. Stock markets in Brazil, China, India, 
and Russia experienced some of the biggest declines in 2008 (report Global 
Development Finance 2009: Charting a Global Recovery). 
Due to the broad scope of the crisis, its impact on equity prices has been deeper and 
broader in comparison to past episodes. Equity issues plunged with the fall in stock 
markets. Gross equity issuance fell to $67.6 billion in 2008, compared with $202.16 
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(Figure 1). An important decline has been noted from 2008. However we denote a sharp 
recovery following the decrease observed by end of 2008. 
 BRICs markets on average saw deeper falls. Among the BRICs, Russia’s decline was 
the most dramatic—its equity index lost over three-quarters of its value. China’s index 
fell by almost two-thirds and India’s Sensex more than halved. Brazil’s Bovespa lost 
around a third of its value. 
Since the rebound in equity markets, some markets have recovered substantially. 
Brazil is almost back to their previous peaks. Until the end of 2009, China and Russia 
have only regained around half of their respective all-time highs. 
 
Figure 1- Equity markets in BRIC during financial crisis. 
 
II-1-2 IMPACT ON BANKING SYSTEM 
    The crisis had some effects on Chinese economy. The Chinese banks for all their 
profitability have witnessed the sudden pull-out of many of their Western partners as 
these (Bank of America, UBS, RBS) had to sell their minority stakes in order to 
retrieve capital. In how far this trend had negative consequences for Chinese banks 
remains to be seen. The international financial crisis has definitely dealt a massive 
blow to China’s fledgling sovereign wealth fund (China Investment Corporation, CIC). 
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